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Abstract
Even though it entered the privatization process unprepared, and despite the privatization process leading to the collapse of a
vast number of the largest construction companies, the construction sector in Montenegro has undergone a significant expansion 
in the period between 2005-2008. This was possible thanks to the opening of the Montenegrin market and creation of a favorable 
investment climate and a large inflow of foreign direct investment. However, the global financial crisis and a recession in the 
developed market economies after the mentioned period was affected by the slowdown of economic growth in Montenegro 
including the construction industry.
© 2015 The Authors. Published by Elsevier Ltd.
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1. Introduction
Notwithstanding the significant expansion in the period 2005-2008, it can be said that the Montenegrin 
construction companies encountered the investment boom unprepared. 
That was characterized with a low level of organizational culture and training of a primarily managerial structure; 
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established ownership-management structures that are focused on short-term financial goals; selection of a low-cost 
strategy as a competitive advantage instead of diversification; modest vertical and horizontal connections within the 
sector; commitment to organic growth as well as exclusive development strategy and so on [1].
The development of construction industry in the past period was initiated with the development of tourism and 
investments to improve underdeveloped infrastructure [2, 3]. 
In particular the situation in the construction industry in the past period was characterized by three main 
phenomena:
x a significant increase in the volume of investments in Montenegro,
x change of the structure of investors, expressed in the dominant participation of foreign direct investments, as well 
as investments realized with foreign banks loans as well as loans from international financial institutions,
x international competition on domestic market.
2. Institutional Framework of the construction sector development in Montenegro
The global financial crisis and a recession in the developed market economies after 2008 affected the slowdown 
of economic growth in Montenegro including the construction industry. 
The situation in the construction industry has closely been associated with the condition of the entire economy 
and can be seen from the data in the following table (Tab. 1) [4].
Table 1. Relevant data on the state of the construction industry from 2004 until 2012
Year
Gross 
Domestic 
Product 
GDP
Gross 
added 
value in 
constr.
Share 
of 
constr. 
in GDP
Retail
Total 
number of 
employees
Number of 
employees 
in constr.
Percentage of 
employee in 
constr.
Value of 
constr. 
works
Effective 
hours of 
work
Thousand  
[EUR]
Thousand 
[EUR] [%] Thousand [%]
Thousand  
[EUR] Thousand
2004 1.565,071 46.822 3.0% 622.118 143.479 6.879 4.8% 109.602 4.514
2005 1.785,301 54.192 3.0% 623.277 144.340 7.563 5.2% 130.104 5.345
2006 2.148,998 76.039 3.5% 624.241 150.800 6.853 4.5% 259.880 8.424
2007 2.422,800 155.108 6.4% 626.188 156.408 6.647 4.2% 285.345 8.280
2008 3.085,621 190.750 6.2% 628.804 166.221 8.831 5.3% 412.352 9.994
2009 2.980,967 161.538 5.4% 631.536 174.152 9.997 5.7% 362.430 8.071
2010 3.103,855 156.969 5.1% 618.757 161.742 7.903 4.9% 303.454 8.008
2011 3.234,060 158.080 4.9% 620.556 163.082 7.966 4.9% 336.484 9.560
2012 3.148,857 145.192 4.6% 620.008 166.531 8.360 5.0% 257.288 8.678
Source: Statistical Yearbooks 2006-2013, Monstat
In the indicators movement related to the construction industry, a tremendous growth from 2004 to 2008 can be 
seen while the share of construction in GDP in the same period is within the margins of 3 to 6.4%. That is 
significantly below the EU average, where the rates are between 11% and 12%. In the same period, the percentage of 
employees in the construction industry ranged from about 4 to 5.3% of total employment while the European 
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average is 7%.
After a period of growth from 2009, the period of reduction of gross added value in the construction industry 
starts. In the same period, the share of construction in GDP dropped from 6.2% to 4.6%. After the maximum number 
of workers in construction (9.997 in 2008) this number dropped sharply in 2010 to 7.903 employees in this sector 
and then gradually increased to 8.360 in 2012. The movement of the employment share in this sector compared to 
the total number of employees in all sectors is similar.
The value of completed construction works multiple increased in the period 2004-2008 (almost 4 times, or from 
109 to 412 million EUR), followed by a gradual decline in 2012 when amounted to about 258 million EUR. 
Effective hours of work range from 4.5 million to nearly 10 million working hours in the period between 2004 and 
2008. In the period 2009-2012, the number of effective working hours reduced and ranged from 8 million to 9.5 
million effective working hours.
Economic activity in the period between 2009 and 2014 was performed by companies whose number and 
orientation structure are shown in Tab. 2.
Table 2. Number of business entities in 2009-2014 period
Year Number of active business entities
Number of active business entities in the 
construction sector (sector F)
Share of number of business entities 
from construction sector in total number 
of business entities
2009 20294 1589 7.8%
2010 19398 1583 8.2%
2011 21127 1854 8.8%
2012 22351 2027 9.1%
2013 No data - -
2014 50344* 4037 8.0%
Source: Monstat, Number and structure of business entities analysis in Montenegro for 2010-2012 
*data of the CRPS (Central Register of Business Entities) as of 01.08.2014
From the data presented in Tab. 2, a significant growth of companies in the period from 2012 to 2014 is obvious, 
with a simultaneous increase in the number of business entities in the field construction. It is also evident that the 
participation of number of companies in the total number of business entities is still moving in the range of 8-9%. In 
addition, the average number of employees in this sector in the period 2009-2012 ranged between 4-6 employees per 
business entity.
In terms of employment in this area, there should be emphasized that a large number of work permits for 
foreigners was intended precisely for this area. Thus, in 2011 there was 3,907 issued work permits for companies in 
the construction sector (or 20.06% from the overall number of issued work permits) [5]. The most commonly work 
permits were sought for PK and NK workers, benders, carpenters, masons, painters-painters, front 
façade, plumbers, fitters, welders, ceramics, construction technicians and fitters. In 2012 the number was 4.386 or 
21.17%, while in 2013 this number increased to 4.624 or 21.71% for the same occupation, as in the previous period 
[6, 7].
Table 3. The share of informal economy in construction in 2006 – 2010 period
Year
Total informal 
economy
Construction –
informal economy
The share of construction in 
total informal economy
Gross added value 
in constr.
The share of 
informal economy 
in industry
thousand [EUR] thousand [EUR] [%] thousand [EUR] [%]
2006 105.183 8.274 7.9% 76.039 10.9%
2007 187.703 6.888 3.7% 155.108 4.4%
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2008 144.805 54.294 37.5% 190.750 28.5%
2009 286.580 58.948 20.6% 161.538 36.5%
2010 82.144 20.804 25.3% 156.969 13.3%
Source: MONSTAT
The construction sector is also recognized as an area characterized with a higher level of informal or "gray" 
economy. Statistical Office of Montenegro (Monstat) has determined the assessment of the informal economy in line 
with the OECD Manual for measurement of the informal economy [8]. Based on these data, it is estimated that the 
share of the informal economy in the construction sector in the period 2006-2010 was the highest in 2009 and 
amounted to about 37% and in 2010 amounted to about 13%. A detailed business entities structure in 2014 in the F-
construction is given in Tab. 4.
Table 4. Structure of business entities in F- construction area in 2014
Activity 
code
F-
CONSTRUSCTION
All 
forms PR. O.D. K.D. A.D. D.O.O D.S.D NVO UST ZAD
1 2 3 4 5 6 7 8 9 10 11 12
4110 Elaboration of building projects 306 4 1 298 3
4120
Construction of 
residential and non-
residential buildings
1.503 64 7 2 12 1.387 26 1 3 1
4211 Construction of roads and highways 66 3 53 10
4212
Construction 
of railways and 
underground railway
s
5 3 2
4213
Construction 
of bridges and 
tunnels
8 8
4221 Construction of pipelines 72 55 13 4
4222
Electrical and 
telecommunication l
ines
14 12 2
4291 The construction of hydro facilities 45 2 37 6
4299
The construction of 
other buildings, else
where unmentioned
281 2 273 6
4311 Demolition 46 9 37
4312 Preparatory construction sites 60 1 58 1
4313 Test drilling and boring 12 1 10 1
4321 Installation of electrical wring 236 7 225 4
4322
Setting up of water, 
sewage, heating and 
air conditioning 
systems
167 33 132 2
4329
Other installation 
works in 
construction
72 20 1 51
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Activity 
code
F-
CONSTRUSCTION
All 
forms PR. O.D. K.D. A.D. D.O.O D.S.D NVO UST ZAD
1 2 3 4 5 6 7 8 9 10 11 12
4331 Rendering 52 12 40
4332 Joinery installation 71 19 52
4333 Floor and wall coverings 155 37 1 114 3
4334 Painting and glazing 94 36 1 57
4339 Other building completion 241 42 1 1 194 3
4391 Roof work 29 2 27
4399
Other unmentioned
specific construction 
activities
502 14 1 1 3 449 32 2
TOTAL 4.037 357 12 3 23 3.530 105 1 3 3
Percentage share 8.8 0.3 0.1 0.6 87.4 2.6 0.0 0.1 0.1
Source, CRPS (August 2014)
Based on information from the register of CRPS for 2014 it can be concluded that the most common form of 
construction company is limited liability company (87.4%), while 10% are entrepreneurs who are engaged in this 
activity. Other forms of business entities are accounted for only about 5%.
3. Present investments and strategic directions of investments in the Montenegro construction sector in the 
forthcoming period
Construction in Montenegro is recognized as a strategic sector in the development of the economy because 
growth rates in this sector indirectly affect the result of the economy as a whole. In addition, this sector has a major 
impact on employment and plays a key role in the improvement of environmental protection, energy efficiency of 
buildings and thus affects the addressing question of climate change [9-14].
As previously mentioned, in the past the share of construction in total GDP ranged from 4-6%. According to the 
National development plan until 2016, it is estimated that Montenegro has to achieve European average of 10%. In 
that sense, the mentioned document outlines the goals and adequate tasks that should contribute to achieving growth 
of 10%:
- Comprehensive and improved planning documentation (at the state and local level), through the development of 
information systems that integrate all the information on spatial planning and construction;
- High quality of construction works and the use of building products based on the principle of sustainability and 
environmental protection, with:
x Adoption of Euro codes for construction;
x The establishment of accredited bodies for quality control (testing laboratories, personnel etc.);
x The establishment of rules/procedures for official certification systems for quality assurance and management 
structures in construction companies (according to the ISO standards);
- More employees and better trained/skilled workers;
- Strengthening the competitiveness of construction companies and entrepreneurship encouragement;
- Attraction of foreign investments.
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Investments are the lifeblood of development, including the development in the field of construction. The main 
objectives of macroeconomic policy of Montenegro are focused on the construction of infrastructure projects and the 
interest animation of new investors in Montenegro; encouragement of entrepreneurship within small and medium-
sized enterprises; strengthening the competitiveness of the economy and the realization of balanced development of 
the country [15-19].
Montenegrin economy has recently undergone a period of growth in the period 2006-2008 (average growth of 
8.7%) and double-dip recession caused by the financial crisis (in 2009 – a decline of 5.7%) and the consequences of 
the crisis in the Eurozone and the overflow of the peripheral countries (in 2012 a decline of 2.5%). According to 
available data in 2011-2013 period the average share of capital expenditure in total public expenditure was around 
8%, with a tendency to decrease from 2011 to 2013 [20]. These trends are consistent trends of main indicators of 
construction sector, as noted in the previous section Institutional Framework of the construction sector development 
in Montenegro. 
To accomplish projection, in a situation where the total public debt of Montenegro is amounted to 1.957.5 million 
EUR, it is necessary greater share of foreign direct investments. On the basis of assumptions about the 
implementation of the part of the announced investment in infrastructure, tourism and energy, it has been estimated 
that foreign direct investment (investments in companies, banks and real estate) in the period 2015-2018, will 
amount on average to about 13.3% of GDP. 
In 2012 there was a net inflow of foreign direct investments in the amount of 453.6 million EUR while in the 
period January – September 2013, it achieved the amount of 275.6 million EUR which is 14.8% less on annual 
basis. Analysis of FDI inflow shows that in the past period about 35% of FDI invested in the property which is the 
least desirable form of inflow of investment. It reduces the available fixed capital formation which is one component 
of future growth. On the other hand, such a structure directly encourages the development of the construction sector.
Macroeconomic projections for the period 2015-2018 predict real GDP growth of 3.5% in 2015 to 4.0% in 2017 
and 2018, or an average of 3.8%, which is above the potential rate of growth of GDP (2.6%) [21]. The projected 
growth of the economy will be, according to estimates, based on growth of investment activity and engagement of 
local resources, primarily in the construction sector. It is estimated that the implementation of investment projects 
worth 100 million EUR has had a positive effect on the rate of GDP growth of 1.7-2.0%. In addition, it is anticipated 
a strong contribution to the tourism sector and complementary sectors of trade, transport, mining and quarrying with 
reliance on agriculture as a factor of food import substitution and increased exports. In the medium term is expected 
to increase investments in the energy and tourism, as well as the implementation of major infrastructure projects. 
The total value of the announced investments, for the next five year period, is approximately 4.0 billion EUR, which 
is above the annual amount of GDP.
Table 5. The announced investments in the period 2014 – 2018 [20]
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Ordinal Number Project Name
Investment Value
(in mil of EUR)
1 Kumbor 570.0
2 Blue Horizons 250.0
3 HVDC submarine cable Montenegro - Italy 305.0
4 Luštica bay resort 1 100.0
5 Port of Montenegro 100.0
6 &RDOPLQHÄ0DRþH³7333OMHYOMD 500.0
7 Second block of TPP Pljevlja 280.0
8 Cable Car Kotor – /RYüHQ– Cetinje 47.0
9 First section of Bar-Boljare motorway 800.00
10 Other investments (tourism, agriculture, energy sector)
Total 3  952.0
According to the investment review (Tab. 5) whose implementation is pending or certain until 2018, it is expected 
that in the energy sector, tourism, transportation and other sectors to be invested EUR 3.952 million. This figure 
certainly represents a significant growth momentum in the construction sector. It is estimated that the average 
growth of construction amounts to about 14%. The involvement of domestic construction firms will have a multiplier 
effect on the industries that are related to the functioning of the sector: trade, transportation, financial and insurance 
services, small manufacturing services etc., so that the expected growth in these sectors is at the level of the increase 
in overall economic activity (3.6 %).
4. Conclusion: the analysis of comparative advantages of the construction sector in Montenegro
Majority of Montenegrin construction companies is focused mainly on business in the domestic market.
Some of the main characteristics of the construction sector, according to the survey conducted for the 
Development of Civil Engineering Strategy until 2020 are:
x the most represented are small construction companies (by number of employees and revenue), 
x unequal regional distribution of construction companies;
x high participation of non-residential construction workers;
x large short-term liabilities;
x large inventories that are not common in the project business;
x a small number of companies with certified quality management system;
x the lack of available financial resources;
x unsatisfactory level of mechanical equipment – outdated equipment and machinery;
x insufficient development of domestic production of building materials – import dependence operations;
x insufficient and poorly productive organization of construction companies;
x the lack of qualified and highly educated workforce;
x insolvency of the contractor and the clients work; 
x accumulated losses.
According to Porter's model of international competitiveness of enterprises in particular branches of a country, 
four conditions are determined: [22]
x condition of factors (production),
x demand conditions,
x related industries, 
644   Snežana Rutešić et al. /  Procedia Engineering  117 ( 2015 )  637 – 645 
x firm strategy; their structure and rivalry.
In relation to these conditions and mentioned characteristics of Montenegrin construction as the main comparative 
advantages of construction sector in Montenegro certain can be distinguished:
3.1. The wealth of mineral raw materials for the production of building materials 
Montenegro has a number of high-quality mineral resources which are the basic raw material for the production 
of building materials. Reserves of these raw materials are considerable, especially when it comes to the marl (cement 
production), architectural - building stone, clay, and technology - building stone. However, these opportunities are 
not sufficiently exploited, because Montenegro has no cement production, production of building material or 
recognizable production of ornamental stone and products from it. It is similar with the use of wood, aluminum and 
steel for the manufacture of certain products and components used in the construction industry. Bearing in mind the 
diversity of mineral resources, their potential and significance designed using mineral resources should be one of the 
important long-term development directions of construction sector and Montenegro. However, this must be 
accompanied by adequate infrastructure development especially in terms of transportation connections [23-25].
3.2. The ability to adapt to the market
The survival of the company and its progress in modern co nditions depends only on the capabilities of society to 
adapt its product range, technology and product quality requirements of today's market and users. This orientation 
requires the existence of certain preconditions regarding the structure and organization of the company, the 
willingness of management to innovate and specialization and / or diversification of products risks. It also includes 
the existence of real information about the market, customers, employees, suppliers, competitors and financial 
results.
3.3. The established supply chains
In implementation of a number of investment projects that were started during the investment boom, numerous
construction firms that specialized in certain areas of civil engineering collaborated: from companies that produce 
various building materials and semi-finished products to those that perform construction works, and at the end a 
large number of specialized firms for execution of craft works. In this way, facilities are adequately used all along 
the supply chain while establishing lasting relationships of cooperation, shortening the procedure for selection of 
suppliers among other. It was an opportunity for the company to further improve, achieve business continuity, 
increase the volume of production and adapt its production program expectations of others in the chain and thus 
achieve continuity of income.
3.4. The experience gained in dealing with foreign investors 
In the previous period, which was marked by a significant share of foreign investments, a certain number of 
construction companies has recognized the opportunity and intensively involved in their implementation. In working 
with demanding foreign investors they used relatively expensive loans for reconstruction and they increased the 
mechanization equipment and adopted new technologies and materials. The most importantly they recognized the 
importance of managerial skills and knowledge, especially in the middle management level. These efforts represent 
the first steps towards international competitiveness.
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